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AN OVERVIEW OF THE SOUTHERN NONM 
ECONOMY: AN HISTORICAL AND CURRENT 
WITH EMPHASIS ON SOUTHERN AGRICULTURE 


FRED HINES AND MINDY F. PETRULIS 


INTRODUCTION 


The last 150 years have seen the U.S. economy transformed from one which was highly rural 
and farm-dependent to a modern, highly industrialized, service-based economy. Much of this 
transformation has taken place during the last 50 years. U.S. farm numbers reached their peak of 
nearly 7 million in the mid 1930's, three times the current number. But, as the number of farms 
has declined, millions of rural people have been transformed into urban dwellers dependent on 
jobs in nonfarm factories and service-producing industries. This industrial transformation has 
been accompanied by large interstate and interregional migrations of people with many tradition- 
ally agricultural states and regions losing farm-reared people to the more industrialized areas of 
the country. 

Much of the early interregional migration took place from the rural, farm-based South to the 
rapidly-growing, industrializing Northeast and Midwest. During the late 1960's and 1970's, with 
the South’s farm population greatly reduced and industry finding southern locations attractive, 
the South-to-North migration stream reversed. But, the economic environment of the 1980's has 
again surfaced questions about the permanence of economic growth and development in the 
South, particularly in the nonmetro areas. While southern metro areas have performed well, many 
nonmetro areas of the South, dependent on manufacturing and/or mining for their economic 
base, are now highly stressed (with unemployment rates much above the national average) 
by the ongoing adjustments in world energy prices and the intense international competition in 
the production of manufactured goods. And, southern farmers have not escaped the conse- 
quences of the current U.S. farm financial problems. 

The purpose of this paper is to (a) review the role of agriculture in the transformation of the 
U.S. and the southern economy since World War II, (b) provide an overview of the current 
structure of the nonmetro economy of the South, pointing up problems in the basic sectors of 
agriculture, mining and manufacturing, and (c) provide some insights into how well the southern 
farm sector is adjusting, relative to farm factors in other regions, to current financial problems in 
U.S. agriculture. 


Economic Research Service, U. S. Department of Agriculture 





HISTORICAL PERSPECTIVE 


The Nation 


Economic history records the transformation of the nation’s economy from one based largely 
on agriculture to one which relied more and more on manufacturing and more recently to one 
more oriented toward service-producing industries. For over 200 years, millions of Americans 
born to farm families or families in small farm-based communities have left their birthplace to 
find employment in urban industria! centers. The first official U.S. Census of 1790 found that 
95 percent of the American population lived in rural areas. By 1980, only about one-fourth of 
the population lived in rural areas and the majority of these 59 million people followed economic 
pursuits outside agriculture. In fact, less than a tenth of the rural population lived on farms and 
these 5.6 million farm residents represented only 2.5 percent of the American population. 

American agriculture has played a pivotal role in the nation’s economic development. Techno- 
logical developments in farming have made farmers more productive and also more dependent on 
purchased inputs and processing and marketing services from the nonfarm economy. Increased 
productivity in farming greatly reduced the demand for labor in agriculture and thereby created a 
surplus of farm-born and farm-reared workers. This surplus of labor provided resources for rapid 
growth of the nonfarm economy. However, demand for labor varied among regions and not all 
areas of the country were equally successful in providing nonfarm jobs for workers displaced 
from agriculture. In addition, nonfarm demand for labor has varied over time. The growth of the 
large manufacturing cities in the Northeast and the Lake States during the late 19th century and 
early decades of this century are examples of the early successes that some areas had in creating 
new jobs for people leaving farming. Later, scattered metropolitan areas of the Midwest, South 
and West also grew and attracted surplus labor from American farms and farm-based communi- 
ties. 

During most of the post-World War II period, many rural areas experienced declining or slow- 
growing employment opportunities. Between 1940 and 1970, employment increased slowly in 
nonmetro areas (Table 1). Although many rural jobs opened in manufacturing, construction, 
government and service-producing industries, job losses in agriculture and other natural resource 
industries such as forestry and mining were largely offsetting. During this period, nonmetro areas 
were simply unable to generate sufficient jobs to fully absorb additions to their labor force. Asa 
result, many rural people migrated to metropolitan areas to find jobs. For example, in the 1950's 
U.S. nonmetro areas gained only one manufacturing job for every three they lost in the natural 
resource industries. By the 1960’s, gains in manufacturing were beginning to offset losses in the 
natural resource industries. Finally in the late 1960’s and early 1970's a large number of rural 
communities began to gain sufficient nonfarm jobs to more than offset their losses in farm 
employment. This turn-around in total employment growth resulted from growth in manufactur- 
ing and service-producing jobs in rural America. Increases during the 1970's occurred in service 
industries, government, manufacturing, construction, and even in the natural resource industries. 
Manufacturing employment continued to increase rapidly in nonmetro areas during the sixties 
and seventies while faltering in metro areas. Associated with the rapid employment growth was 
the well-publicized revival of rural population growth. The population growth rate for the decade 
of the 1970's was higher (14.4 versus 10.5 percent) in rural and small town communities than in 
metro areas during the seventies. 
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Table 1 — Components of U.S. nonmetro employment change 


Time period 
Industry 1940-50 1950-60 1960-70 1970-80 
wren ne nnn nn nn nanan enn ee Million employees---------------------- 
Total 2.08 0.26 2.07 5.99 
Resource-based —1.11 —2.34 —1.32 .18 
Service and government ey 1.68 2.20 4.41 
Manufacturing and construction 1.36 92 1.20 1.40 


Source: Bureau of Census. 
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The South 





The southern economy continued to be highly dependent on i tries (agricul- 
ture and mining) when the rest of the country was making the transition to a modern industrial- 
ized economy. By 1940, over one-third of all the employment in the South was still in agricul- 
ture, compared to only 19 percent nationwide. In the next 40 years the transformation of the 
South was quite rapid and spectacular. Today, the South enjoys a modern economy that is 
well-diversified into manufacturing and service-producing industries. Recent farm population and 


employment_numbers for the South confirm the late_but fairly rapid transformation of the 
southern economy. For example, the 1980 farm population comprised only 2.4 percent of the 
total population and 17.1 percent of the rural population while farm employment accounted 
only for 3.2 percent of total employment. Except for the proportion of the rural population 


living on farms in the U.S. ercent), the national percentages for rural population (2.5) and 
arm employment (3.0) were virtually the same as those found in the South. 

The transformation of the southern economy from one highly dependent on agriculture to one 
dependent on manufacturing and service-producing industries was accomplished at the expense of 
a massive displacement of farmers and farm workers. During the 1940's the South lost over 1 
million jobs in agriculture; in the 1950’s and 1960's the respective losses reached 1.5 million and 
800,000 jobs (Figure 1). 

The massive exodus from southern agriculture created a surplus labor force that was willing 
and eager to work for low wages. If displaced farmers and farm workers could not find employ- 
ment in the local community, their alternative was to migrate to other parts of the country in 
search of better opportunities. In fact, this proved to be the only alternative for many young 
adults who migrated from the South. In the short span of two decades, 1940-60, net migration 
losses for the South totalled over 4.0 million people (Figure-2}. This-migration could be attributed, 
_to the failure of the southern economy t b 
growing population. 

The massive migration of people from agriculture was virtually over by the 1970's. U.S. 
agricultural employment in 1970 had been reduced to less than 3 million jobs and represented 
less than 4 percent of total employment. In the South, agricultural employment totalled only 1 
million jobs in 1970, compared with 4.4 million jobs just 30 years earlier. The decade of the 
1970's brought 1.2 million additional manufacturing jobs to the South while the number of jobs 


in agriculture virtually stabilized. During this period population increased 20 percent in the 
perienced faster population growth than the nation as a whole; and, as one would have expected, 
South (16.5 percent). A large part of this population increase was due to the substantial_net 
migration: to the South during the 1970's_which toteed over six million peop. This in-migra- 
tion was pervasive among all the southern states. If Texas and Florida are excluded from con- 
sideration, the remaining southern states still gained 2.2 million migrants. For many of these 
states, the population turnaround came only after decades of constant losses of people through 
out-migration. 

During the era of mass displacement from agriculture, manufacturing became a consistent, if 
limited, source of southern employment. Southern manufacturing provided 800,000 new jobs 
during the 1940’s, 1.5 million in the 1950's, and even more in the 1960's and 1970's. The 
growth in manufacturing employment during the four decades exceeded the decline in agriculture 
by 750,000 jobs, thus transforming the southern economy from one based on agriculture to one 
based on manufacturing. 

Today, the percent of manufacturing workers_in the South is still about 1.6 percentage points. 
tele EC SEER ana ent aene 3). The somewhat lower percentage 
results from the growing dependence of the metro South on service producing jobs. In 1983, 


only 15.5 percent of the jobs in metro South were in manufacturing. In contrast, nonmetro areas 
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Table 2. Population growth rates for the South 1970-80, 1980-84 


Total Metro Nonmetro Nonmetro 


1970-80 1980-84 1970-80 1980-84 1970-80 1980-84 1970-80 1980-84 


Ave. Annual 


es Percent Change---—---------------------—-------------___ --~---Pct. Change------ 

Appalachia: 

Kentucky Eis Det SoZ 0.9 18.7 2.4 1.9 0.6 

North Carolina Poi 4.8 16.3 5.3 14.9 4.3 1.5 Be 

Tennessee 16.9 2 16.0 3.0 18.8 2.0 1.9 0.6 

Virginia 15.0 5.4 14.2 6.9 16.7 1.8 At7, 0.5 

West Virginia 11.8 0.1 Dit —1.0 16.1 0.8 1.6 O72 
Southeast: 

Alabama + Hes Be 2.5 13,5. 2.8 12.3 1.9 eZ 0.5 

Florida 43.5 12:6 42.5 1251 53.7 1773 5.4 4.3 

Georgia 19.1 6.8 Fe | 8.8 T5:7 3.6 1.6 0.9 

South Carolina 20.5 5.7 24.0 6.0 15.6 5.3 1.6 1s 
Delta: 

Alabama 18.9 Pied | Pa bees ore 17.5 2.4 1.8 0.6 

Louisiana 15.5 Gal 18.7 6.5 8.9 5:2 0.9 fae’ 

Mississippi sLceys 3a! 26.9 6.2 9.2 1.8 0.9 0.5 
Southern Plains: 

Oklahoma 18.3 9.0 20.4 10.6 15.5 7.0 1.6 ita. 

Texas itt 12.4 29.7 13.4 WET? 8.4 1.8 2.1 
South, Total! 20.0 6.9 21.7 8.1 16.5 4.4 iL: 1.1 
U.S. 11.4 4.2 10.5 4.5 14.4 3.4 1.4 0.9 
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Table 3. Percentage distribution of employment for the U. S. and nonmetro Southern Regions, 1983 





Industry 


Manufacturing 
Region Total Services Trade Government ————————— All Other 
Total Durable Nondurabie 


mina n nnn nn ne enn neem re nen nnn ennennnnne enn e mene Percent Of TO0tal------------------n--------o- enn nnn nnn nnn ne 


United States, total 100.0 33.4 Zits 19.4 19.1 11.1 8.0 6.4 
U.S. metro 100.0 25.9 19.5 22.4 21.8 10.8 11.0 10.4 
South, total 100.0 Sia 21.4 ahs 17.5 8.2 9.3 8.3 
South nonmetro 100.0 2310 17.9 21.9 25,0 10.2 15.4 11.0 
Appalachia, nonmetro 100.0 22.3 17.5 20.8 2Or2 11.4 INS) 10.2 
Southeast, nonmetro 100.0 23.4 1677 2e2 29.8 9,7 20.1 7.9 
Delta, nonmetro 100.0 25" 17.8 22.7 24.0 12.0 12.0 10.4 
S. Plains, nonmetro 100.0 2530 20.1 22.9 11.9 dee 6.7 18.3 





‘Source: Bureau of Economic Analysis, U.S. Department of Commerce. 
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of the South had 25.6 percent of their employment in manufacturing-6.5 percentage points 
above the national average. Among the regions of the South, the Southeast and Appalachian 
nonmetro areas had almost 30 percent of their employment in manufacturing. The idea that the 
South is dependent on manufacturing appears to be much more of a nonmetro phenomenon. 
And, the one point that is clear is that the southern nonmetro areas do have a more consistent 
record of creating manufacturing jobs than the country as a whole. 


NONMETRO SOUTH IN THE 1980's 


In the late 1960’s and in the 1970's many southern nonmetro areas began to prosper because 
of increasing job opportunities in local manufacturing and greatly reduced impacts of job losses 
in southern agriculture. By the early 1980's agriculture was no longer the dominant source of 
economic activity; manufacturing had become the dominant economic force in much of the 


nonmetro South. In 1983, 25.6 percent of nonmetro South’s employment was in manufacturing 
industries, compared to 19,1 percent for the U.S. economy as a whole (Table 3). Even more 
notable was the large U.S./nonmetro South difference in dependence on nondurable goods 


manufacturing as a source of employment. Employment in nondurable goods manufacturing 
accounted for 15.4 percent of the total enployment in nonmetro South in 1983, compared with 
ployment in the nondurable goods manufacturing reached 20.1 percent of all employment-over _ 


The growth and increasing specialization in manufacturing has also made the nonmetro eco- 
nomies of the South more vulnerable to the vagaries of the business cycle. Between 1969 and 
1979 manufacturing wage and salary employment in nonmetro South increased almost 23 
percent while comparable U.S. employment increased only about 4 percent (Figure 3). In the 
following 4 years, manufacturing employment declined 7 percent in the nonmetro South and 
almost 13 percent nationwide. An examination of manufacturing employment changes during 
the different phases of the last 4 business cycles (1969-83) clearly shows that adjustments in the 
southern nonmetro economy, especially during downturns, are becoming more and more similar 
to the national experience (Table 4). For example, in the 1969-70 downturn manufacturing 
employment in the nonmetro South decreased 0.2 percent, compared with a 4.2 percent decrease 
for the U.S. economy as a whole. But, in each of the three following downturns (1973-75, 1979- 
80, 1981-82) the manufacturing employment decline rate in the nonmetro South differed from 
the respective U.S. rate by less than one percentage point. There has been a similar, although less 
pronounced, convergence of growth rates during business cycle upturns. During the 1970-73 
recovery period, manufacturing employment growth rate in the nonmetro South exceeded the 
U.S. rate by nearly 11 percentage points. In the following recoveries (1975-79, 1980-81, 1982- 
83), the nonmetro South/U.S. growth rate differential narrowed to 2.7 percentage points. 

Throughout much of the 1970’s unemployment rates for the nonmetro South were near U.S. 
levels (Figure 4). In 1979 and in the early 1980's, unemployment rates for southern nonmetro 
areas began to exceed the U.S. rate. The annual average unemployment rates for the U.S. peaked 
in 1982 at 9.7 percent. In the nonmetro South the average unemployment rate peaked in 1983 
at 11.6 percent, two percentage points above the U.S. rate. During this period much lower rates 
prevailed in most southern metro areas (Table 5). Nonmetro unemployment rates during the 
early 1980’s were particularly high in the Southeastern states and low in the Southern Plains 
states of Texas and Oklahoma (Figure 5). For nonmetro areas of the Delta and Appalachia, 
unemployment rates peaked in 1983 at 13 percent, 3 percentage points above the U.S. rate. In 
1984, unemployment in the nonmetro portion of the Delta states still remained at 11.2 percent, 
almost 4 percentage points above the U.S. rate. 

A recent Economic Research Service study has delineated U.S. nonmetro counties according to 
their primary sources of economic activity.’ In this delineation, a county is defined as manufac- 
turing-dependent if at least 30 percent of the income in the county was derived from manufactur- 
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Table 4. Manufacturing employment growth rates over the business cycle, 1969-83 





Growth Rate 
Business Cycle United States South 
Phase Lge Songs tieerce lneeedaatcle aaeenneet tla 
Total Nonmetro Total Nonmetro 
Peak-To-Trough 
1969-70 —4,2 —2.0 —1.2 —0.2 
1973-75 —8.8 —9.3 —7.6 —9.4 
1979-80 —3.5 —4.6 —.9 —2.6 
1981-82 —6.8 —7.3 —6.2 —6.2 
Trough-To-Peak 
1970-73 73.0 41155 410.5 +14,.2 
1975-79 715.2 +48.2 +18.8 +19.0 
1980-81 —.5 —.8 +1.6 tS 
1982-83 —2.2 nat —1.5 4 





Source: Bureau of Economic Analysis, U. S. Department of Commerce. 
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ing earnings in the late 1970's. According to this delineation over half (54 percent) of the 678 
manufacturing-dependent counties in the U.S. are located in the nonmetro South, mostly in the 
Southeastern states (Figure 6). These manufacturing-dependent counties were particularly 
hard-hit by the 1980 and 1981-82 recessions. Employment in these areas decreased 2.2 percent 
during 1979-82, while nonmetro employment in the South increased 0.9 percent, and unemploy- 
ment reached 12.3 percent in 1982, one percentage point above the southern nonmetro rate and 
2.6 points above the U.S. rate. During the 1982-84 recovery, employment growth in the manu- 
facturing-dependent counties averaged about 5 percent, slightly (0.4 percentage points) below the 
U.S. rate. But, the unemployment rate in 1984 still hovered around 9.3 percent, 1.8 percentage 
points above the U.S. rate and 2.8 points above the southern metro rate. 

It should be noted that manufacturing is not the only dominant economic force in the non- 
metro South. There are some 114 counties (out of 200 nationwide) where 20 percent or more of 
the income in the county was derived from mining in 1979. And, despite the dramatic decline in 
the importance of agriculture to the southern nonmetro economy, there remain 235 southern 
nonmetro counties whose economies are highly dependent upon farming (i.e., 20 percent or more 
of county income comes from agriculture). The mining counties are concentrated in the coal- 
producing areas of eastern Kentucky, West Virginia, and southwestern Virginia, and in the oil- 
producing areas of Texas, Oklahoma and southern Louisiana (Figure 7). The southern farming- 
dependent counties are located mostly along the Mississippi River Delta in Arkansas, Mississippi, 
Louisiana, and in parts of the Southeast (Figure 8). 

The 1980's have not been very good years for the mining-dependent areas nor for the farming- 
dependent areas. The unemployment rate in the mining counties averaged 11.7 percent in 1984, 
2.3 percentage points higher than the overall nonmetro rate in the South and 4.2 points higher 
than the U.S. rate. In the farming-dependent counties, the 1984 unemployment rate hovered at 
9.7 percent, over 2 percentage points above the national rate. During the 1982-84 upturn in 
national employment (a period of 5.3 percent growth for the U.S.) the southern mining-depen- 
dent counties lost 5 percent of all jobs while the farming-dependent areas increased employment 
at slightly below 5 percent. These statistics appear to confirm that major problems of current 
global competition in energy production (both oil and coal) and in export markets for U.S. 
agricultural commodities are impacting on specific nonmetro areas of the South. 


CURRENT SITUATION IN U.S. AND SOUTHERN AGRICULTURE 


National Overview 


The current financial distress among farmers, farm lenders and farm-based communities and 
regions is rooted in excesses induced by the inflationary conditions of the 1970's and exaggerated 
expectations of worldwide demand for farm products. These excesses have made it extremely 
difficult or impossible for many farmers to adjust to the radically different economic conditions 
of the 1980’s. Throughout the 1970’s, there was a rapid expansion of U.S. agricultural capacity 
as farmers took advantage of accelerating inflation and very low to negative real interest rates 
(the nominal interest rate minus the inflation rate) (Figure 9). The value of the dollar was also 
generally low, making American products relatively cheap, and the value of agricultural exports 
expanded more than fivefold during the period. Farmers responded to these favorable conditions by 
borrowing heavily to invest in new capital equipment, new and costly production techniques, and 
increasingly expensive farmland. Farm debt rose, on average, more than 10 percent a year and 
tripled by 1980. Land values rose even faster, creating the expectation on the part of both 
farmers and lenders that investment in agriculture would continue indefinitely to be highly 
profitable and relatively free of risk. In this environment of rapid expansion, U.S. agricultural 
production surged and agri-businesses and farm-based communities and regions prospered. 
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By the early 1980's, the factors that had given rise to economic expansion had reversed direc- 
tion. Worldwide recession and the rise in the value of the dollar reduced the export demand for 
U.S. products. At the same time, relatively high loan rates for U.S. farm commodities, which set 
a floor under domestic prices of government supported farm commodities, provided incentives to 
other countries to substantially increase their grain supply. By 1984 these factors combined to 
sharply lower farm commodity prices, reduce farm income, and cut U.S. farm exports by 13 
percent from the peak of 1981. On the cost side, farmers were hurt as inflation was slowed by 
stringent monetary controls, real interest rates rose to unprecedented levels of 8 to 10 percent, 
and prices paid by farmers began to exceed the prices they received. As net farm income plum- 
meted, land values also declined because of expectations that returns to farming my be even 
lower in the future.2 The debt levels. that some farmers had incurred during the 1970’s were no 
longer sustainable by their farming operations nor were they acceptable to their lenders in the 
changed economic environment of the 1980's. Farmland values in 1985 had declined 19 percent 
from their 1981 peak for the nation as a whole and values in some farm-dependent states and 
regions had fallen by almost 50 percent. Asa result, many farmers who had borrowed heavily to 
purchase highpriced land and expensive farm machinery in the late 1970’s found themselves 
approaching insolvency. For example, 7.3 percent of U.S. farmers in 1985 are very highly 
leveraged with a debt/asset ratio over 70 percent and some of them are operating under extreme 
financial stress. 


Economic Health of the Farm Sector by Farm Production Regions 


Current debt/asset ratios and recent changes in farmland values are used to assess the economic 
health of the farm sector. The ratio of debts to assets is one of the primary indicators of a farm’s 
overall financial soundness. Typically, farms are considered to be highly-leveraged if their debt/asset 
ratios reach 40 percent. At this degree of leverage, farmers start having problems meeting princi- 
pal repayments, but they still have adequate net worth to collateralize loans. At debt/asset ratios 
of 70 percent, many farmers start having problems meeting both their principal and interest 
commitments. If their net worth continues to decline (because of falling land values), many of 
these farmers will approach insolvency. 

USDA’s Farm Costs and Returns Survey, conducted in the spring of 1985, showed that the 
Northern Plains, Lake States, and Corn Belt have the highest proportion of highly and very highly 
leveraged farms. In each of these farm production regions a fourth of the farms were saddled 
with debt/asset ratios of 40 percent or more (Figure 10). In the South, however, only about 13 
percent of the farms were highly or very highly leveraged. This was more or less typical in all the 
southern farms ranging from 9.5 percent in Appalachia to 17.8 percent in the Delta. The low 
proportion of farms under financial stress in the South may be explained in part by the region’s 
small number of cash grain and dairy farmers who have been particularly hard hit by lower 
commodity prices. The critical factor, however, has been the relatively moderate decline in 
southern farmland values which have precluded large reductions in asset values and thereby 
prevented large increases in debt/asset ratios. 

U.S. farmland values increased 37 percent during 1977-81, and then declined by 19 percent 
during 1981-85. Largest declines in farmland values occurred in the Corn Belt, Northern Plains, 
and the Lake States, which incurred losses of 33 percent or more (Table 6). In contrast, farm- 
land values in the Southeast, Appalachia, and Delta declined less than 15 percent; and, in the 
Southern Plains farmland values actually increased some 29 percent. Whereas state-to-state 
percentage increases in farmland values during the earlier period tended to be somewhat uniform, 
declines since 1981 have been dramatic only in the major farm states of the Midwest. In lowa 
and Nebraska the average value per acre of farmland has dropped more than 45 percent; in 
Arkansas and Oklahoma the average value per acre of farmland dropped only 19 percent. In the 
other southern states average declines in farmland values ranged from 18 percent in Mississippi to 
6 percent in Florida and Virginia. It is apparent that regions of the Midwest, with high propor- 
tions of highly leveraged farms, currently have experienced the greatest declines in land values. 
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Table 6. Value per acre of farm land by production region 


nn 


Farm production region 


United States, total! 


Northeast 
Appalachia 
Southeast 
Delta 

Corn Belt 

Lake States 
Northern Plains 
Southern Plains 
Mountain 
Pacific 


1977 1981 

ee DelElas 
539 850 
901 1,309 
690 1,043 
715 1,097 
585 a2 

1,241 1,893 
66a" ere 154 
373 542 
359 566 
231 365 
774 1,354 


Year 


1985 


ee we ewe moe co eee coeorce= 


1977-81 1981-85 
wennnemn== - Change oonne—nn=-- 
36.6 —18.7 
SH fs —1.3 
33.8 —11.1 
34.8 —10.5 
48.8 —14.8 
34.4 —43.5 
42.5 —33.2 
sy —33.9 
36.6 29.3 
36.7 —9.6 
42.8 —4.0 


nn 


1U. S. totals do not include Alaska and Hawaii. 
2Based on index of average value per acre, 1981=100. 
Source: Economic Research Service, USDA. 
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The South which has experienced only slight decreases (or increases) in farmland values during 
the 1980's appears to have relatively fewer farmers undergoing financial stress. 


Export-Sensitive Farm Commodities and Farm Sector Stress 


Investment in the farm sector in the mid and late 1970's was spurred by the growth in the U.S. 
farm exports. During 1975-81, the value of farm exports doubled. Farm commodities contribu- 
ting heavily to this growth included corn, wheat, soybeans, and cotton. These commodities 
accounted for about three-fourths of the growth in the U.S. farm exports from 1970 to 1981. 
Since their peak of 1981, exports of these commodities have declined 14 percent. 

Decreased foreign demand, partly due to increased production by other countries, has reduced 
commodity prices and farm income. In states and communities where production of export- 
sensitive farm commodities is the dominant activity, reduced exports have translated into a slow- 
down in overall economic activity. This, in turn, has led to a loss of jobs and increased pressures 
for population out-migration. 

Production of export-sensitive farm commodities is heavily concentrated in a few major pro- 
ducing states. In 1982, seven states produced 75 percent of the U.S. corn crop, 66 percent of the 
soybean crop, 57 percent of the wheat crop, and 89 percent of the cotton crop. Among these 
major producers, relatively few southern states are to be found. Although one can find Texas, 
Mississippi, Louisiana, Arkansas, and Alabama among the top 7 cotton producers with 54 percent 
of the crop, there is no southern state among the top 7 corn producers. Among the top soybeans 
and wheat producers there is only Arkansas with 5 percent of the soybeans crop and Oklahoma 
and Texas with 7 and 5 percent of the wheat crop, respectively. Within these major producing 
states, those communities which have little economic activity outside the farm sector must be 
currently hard pressed to find new options for future economic growth. 

Overall dependence on export-oriented farm commodities is particularly acute in the Delta. 
Farm-dependent counties in this region are very dependent on commodities whose export markets 
had expanded rapidly during the 1970's, but declined substantially during the 1980's. In these 
areas export-oriented commodities accounted for 40 percent of all farm sales in 1982 (Figure 
11). In contrast, sales of export-oriented commodities accounted only for about 19 percent of 
total farm sales in Appalachia, 18 percent in the Southern Plains, and only 14 percent in the 
Southeast. 


Importance of Nonfarm Opportunities in Dampening Farm Stress 


In 1982, 37.8 percent of all U.S. farm operators worked 200 days or more in off-farm jobs 
(Figure 12). But, in many farm-dependent areas such off-farm employment opportunities are not 
prevalent, or if they are, the structure of farming precludes farm operators from participation in 
off-farm employment. The lack of off-farm opportunities appears to be the case in the farm- 
dependent counties of the Northern Plains and the Corn Belt were the percentage of farm opera- 
tors reporting off-farm worked was substantially below the U.S. average. In farm-dependent 
counties of the Lake States, the low percentage of farmers with off-farm work probably resulted 
from farm structure, that is, specialization in dairy operations. In the 4 regions of the South, on 
the other hand, the portion of farmers who worked off-farm was much higher than nationwide. 
This is a reflection of the prevalence of nonfarm alternatives brought about by changes in the 
industrial structure of the South during the 1960’s and 1970's. It is also an indicator of how 
nonfarm job alternatives can dampen a region’s or community’s vulnerability to the current 
financial crises in farming. 
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PROSPECTS 


Agriculture is still important to the nonmetro South but as an employer its importance has 
been dramatically reduced since World War 11. Changes in agriculture no longer greatly alter the 
overall employment and population picture of the South. Agricultural employment accounted 
for only 3.2 percent of total southern employment in 1980. But, 235 southern counties still 
depended upon agriculture for their main economic activity. These farming-dependent counties 
are diverse with respect to farm products produced, farm size, and organization. In contrast to 
many other farm-dependent areas (particularly those of the Corn Belt, Lake States and Northern 
Plains), southern farm dependent areas, in general, have felt less stress from the current financial 
crisis largely because of much smaller declines in farmland values during the early 1980's. These 
smaller declines are due, at least in part, to less dependence on export-oriented commodities in 
most southern areas (some delta counties are an exception), the availability of nonfarm employ- 
ment opportunities for farm household members, and probably more interest in using farmland 
resources for nonfarm purposes and/or for part-time farming. 

At the household level, southern agriculture has benefitted from its close interface with 
nonfarm activities. The increased diversification of nonmetro areas in the South during the 
1950's, 1960’s and 1970's has dampened farm sector impacts in most of the South during the 
1980's. Ironically, the viability of the manufacturing and mining sectors in the South is of 
utmost importance to the economic health of farm households and the farm sector in general. A 
large percentage of southern farm households rely on wages from other sectors to support farm 
operations in times of stress. But, many of the factors which lie at the roots of the farm crisis 
(the value of the dollar and international competition) are causing problems for southern manu- 
facturing and mining. Many manufacturing jobs gained in the late 1970's by southern nonmetro 
areas were in the ‘‘import-sensitive industries’ such as textiles and apparel. Some of these 
industries, given the changed economic environment of the 1980's, are currently stressed because 
of international competition. 

The overall economic performance of the South has been strong during the first half of the 
1980's (Table 7). But relative to the U.S. economy, the nonmetro south has slipped from its 
strong position in the 1970's. This slippage is due largely to problems in the basic industries such 
as manufacturing, mining, and farming which are playing a disproportionately large role in the 
nonmetro South. Some problems are clearly exacerbated by the strong value of the dollar; but, 
many are the result of the new global economy where the resources of land, labor, and capital 
compete in a truly international setting. That is, returns to U.S. farmland are in competition 
with returns to farmland investment in other countries. The same holds true for labor returns. 
For US. labor and farmland, current valuations are quite high relative to their valuation in other 
counties; for capital, higher expected returns from investments in the U.S., relative to those 
expected in other counties, have been at the root of the high values of the U.S. dollar during the 
1980's. 

The performance of the nonmetro South during the late 1980's will depend on its ability to 
compete in the international setting. It’s success will depend in part on U.S. interest rates and 
how they affect the value of the dollar. But, southern economic success will also depend on 
changes in the overall efficiency of southern farms and nonfarm industries. 
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| Table 7. Southern employment trends 1979-85 
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Employment Change: Employment Change: Difference from 
| Nov., 1971 - Sept., 1985 Oct., 1982 - Sept., 1985 U.S. unemployment rate 
Bregion and State ——_—————— .0O ClO 
i Total Manufacturing Total - Manufacturing October September 
employment employment employment employment 1982 1985 
/ wrwnnn nena nn nnnnnnennn nnn nnennnnnmnnnnnnnnn= Per CON t-------- nnn ------Percentage Point------ 
Appalachian 
| Kentucky —3.5 —11.5 8.9 6.4 TUS +1.9 
North Carolina 11.3 —0.1 To 5.9 —0.8 —2.8 
Tennessee 8.8 —5.6 10.9 Sins) +Ot/ +0.4 
Virginia 14.8 0.6 12ct 5./ —2.7 —1.7 
West Virginia —8.0 —29.2 —1.6 —9.0 +48 +5.6 
Total 7.8 —4.5 10.6 4.7 —0.5 —0.5 
_ Southeast 
| Alabama 2.5 —3.0 6.3 6.8 +4.6 +1.1 
Florida Si.0 11.4 17.5 14.8 —1.3 —0.5 
Georgia 28.4 5.0 Zac Aile2 —2.7 —0.1 
South Carolina 14.7 —5.6 14.3 4.1 +0.3 —0.4 
Total oes Dey 16.3 9.8 —0.5 —0.2 
Delta 
Arkansas 7.8 —1.0 10:3 8.8 —0.8 +1.4 
Louisiana 8.4 —18.9 —1.3 —11.1 +0.7 wed 
Mississippi 1.8 —4,9 70 8.9 71. +20 
Total or —8.2 558) 22 +0.6 2.0 
Southern Plains 
Oklahoma 8.0 —8.1 —0.8 —1.8 —4.0 —0.8 
Texas TES! —1.4 6.3 —1.5 —2.9 +0.1 
Total 15.9 —2.4 5.2 —1.5 —3.1 —+0.1 
South, total 14.5 —2.3 10.1 4.6 —1.0 +0.2 
UNS, 8.9 —7.5 10.4 5.2 — _ 


Source: U.S. Department of Labor, Bureau of Labor Statistics Employment and Earnings. 












mo : 
7 Porn 





th om 
ok AS 
- —o - 










= 


a 
Pieneree: 
SERIA? chvew Inemryotqme mertued \T eiteT os a a 






















mart eanaw tt HQnUAD trernyotom | ‘egnedd aheyt 
ue) cnernyolymens 3 BOT 2908. SORT 990 SORT syed ~ OR 





wernetee? wdorsO sniutashieall ‘etoT gehutsstyunsM . a 7 
ener Seet imeryoiqme Inemycign  TMemyolnms imnyolgme. 





ee A 





TNO SYST — is ee 








G.f+ £ Or | | 3.fi— 2 ~~ 
aS A &.2 ast i O— ae i 
b.O+ v0 G5 POT é.6- 8 

(t= ..5- ca ..Sf 3.0 B.Af 

1a+ EB be U8 0. Tt .o5— o8- 7 
-.— ¢.0— -: 9.07 EL a 

fit G, b+ Aa Ea OE— @s 

3.0— Ey. Spt attr b. bt a4%€ 

t 0- - *.4- if ers 0.¢ 8.a¢ 

b.O-  £,0+ rb md 3.6— Tat 

.D- 2,0~ fd fat Me ‘4 E6S 

Bre §.0~ 6.8 E.Of 0.r- 8.5 - 
..£+ ,O+ rtf. é.f— 8.8r— / bE ; 
8.o+ B.5+ &.8 ar e+— at 

2.o+ 6.0+ a cE ¢.3~ 3.3 

AO. 0A 3.f- 3.0. ta oa i, 

i O- $.c— a.j— Es db. f— eE.tT 

i oO [ea we ef. cal £4 eee G4 ewe 


$.0+ o.f- 5.6 ror €.5— | abt 
- - Se Lt 4 cee RB. 
Ages ne insncloama soiteitef 1odeJ Jo usayud , c nd 


Footnotes 
1See e.g., Lloyd D. Bender, et. a/. The Diverse Social and Economic Structure of Nonmetropoli- 
tan America. RDRR-49, U.S. Dept. of Agr., Econ. Res. Serv., Sept., 1985. 


2The 1983 USDa’s Payment-in-Kind program helped net farm income to more than double in 
1984, but this was only an aberration to the 1980’s trend of declining net farm income. 


SBy definition, farms are technically insolvent when their debt/asset ratios exceed 100 percent. 
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